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Audit  Number  03028 


Frank  Chiu,  Director 
Department  of  Building  Inspection 
1660  Mission  Street 
San  Francisco,  CA  94103 

Dear  Mr.  Chiu: 

The  Office  of  the  Controller  (Controller)  presents  its  report  concerning  the  audit  of  the  cash 
revolving  fund  of  the  Department  of  Building  Inspection  (department).  The  department 
uses  the  revolving  fund  as  a change  fund  for  permit  payments  made  by  the  public. 

Reporting  Period:  January  1,  2003,  Through  June  1 8,  2004 

Authorized  Amount:  $200 


• The  department’s  revolving  fund  exceeds  its  authorized  limit  by  $41 1 .98.  This  occurred 
because  the  department  implemented  a computerized  cash  register  system,  increased 
the  number  of  cash  registers  it  uses  to  collect  permit  payments  from  one  to  five,  and 
increased  its  change  fund  from  $200  to  $600  by  retaining  permit  fee  collections. 

• The  department’s  revolving  fund  balance  in  the  Controller’s  Financial  Accounting  and 
Management  Information  System  (FAMIS)  is  $100.  The  department  did  not  request  the 
Controller's  Office  to  update  FAMIS  to  reflect  the  authorized  amount  of  $200. 

• The  department  maintained  an  “over  and  short  fund”  from  which  it  retained  any 
excesses,  and  made  up  any  shortages,  in  its  change  fund.  However,  the  Controller’s 
Departmental  Instruction  No.  1052  does  not  allow  departments  to  retain  excess  funds  in 
their  revolving  funds. 

The  department’s  response  is  attached  to  this  report.  The  Controller’s  Audits  Division  will 

be  working  with  the  department  to  follow  up  on  the  status  of  the  recommendations. 
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INTRODUCTION 


BACKGROUND 


The  Board  of  Supervisors  of  the  City  and  County  of  San 

Francisco  appropriated  a cash  revolving  fund  of  $200  to  the 
Department  of  Building  Inspection  (department)  under  the 
San  Francisco  Administrative  Code  (Administrative  Code)  Section 
10.135.  The  department  uses  the  revolving  fund  as  a change  fund 
for  permit  payments  made  by  the  public. 


SCOPE  AND  METHODOLOGY 

The  purpose  of  this  audit  was  to  determine  whether  the 
department’s  revolving  fund  assets  agreed  with  the  amount 
authorized  in  the  Administrative  Code  and  recorded  in  the 
Controller’s  Financial  Accounting  and  Management  Information 
System  (FAMIS).  We  also  determined  if  the  department  properly 
administered  and  used  the  revolving  fund.  In  addition,  we  assessed 
whether  the  internal  controls  over  the  fund  were  adequate. 

To  conduct  the  audit,  we  reviewed  the  applicable  provisions  in  the 
Administrative  Code,  the  Controller’s  Departmental  Instruction 
No.  1052,  and  the  Purchaser’s  Guide  to  Ordering  Goods  and 
Services.  We  evaluated  the  department’s  procedures  for  recording, 
summarizing,  and  reporting  the  revolving  fund  transactions. 
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AUDIT  RESULTS 


THE  DEPARMENT’S  REVOLVING  FUND  TOTAL 
EXCEEDS  THE  AUTHORIZED  AMOUNT 

As  of  June  18,  2004,  the  department’s  cash  revolving  fund 
balance  of  $611.98  exceeds  the  amount  authorized  in  the 
Administrative  Code  by  $41 1.98  and  exceeds  the  amount 
recorded  in  FAMIS  by  $5 1 1 .98.  The  authorized  amount  is  $200 
and  the  amount  recorded  in  FAMIS  is  $100.  According  to  the 
department’s  manager  of  administration  and  finance,  this  overage 
is  due  to  the  department  implementing  a computerized  cash 
register  system  and  increasing  the  number  of  cash  registers  from 
one  to  five.  Since  the  department  retains  a certain  amount  of  the 
change  fund  for  each  cash  register,  the  department  needed  to 
increase  the  revolving  fund  amount  from  $200  to  $600.  The 
department  increased  the  revolving  fund  amount  by  retaining 
permit  fee  collections.  However,  the  department  did  not  request 
authorization  from  the  Board  of  Supervisors  to  increase  the 
department’s  authorized  revolving  fund  amount.  In  addition,  the 
department  did  not  request  the  Controller's  Office  to  update  the 
amount  recorded  in  FAMIS  to  the  authorized  amount. 

Further,  the  department  maintains  an  “over  and  short  fund”  from 
which  any  overages  are  retained  and  any  shortages  in  the  change 
fund  are  made  up.  However,  according  to  the  Controller’s 
Departmental  Instruction  No.  1052,  departments  are  not  allowed  to 
retain  any  overage  funds  in  their  revolving  funds,  but  are  required 
to  credit  the  department’s  other  non-operating  revenue  for  any 
overages. 

Since  the  department’s  staff  is  responsible  for  cash  transactions 
and  staff  may  sometimes  make  errors  in  accounting  for  cash,  the 
department  should  consider  participating  in  the  Office  of  the 
Treasurer’s  Cash  Difference  Fund  and  Overage  Fund,  where 
departments  that  handle  cash  can  account  for  all  shortages  and 
overages.  The  Administrative  Code,  Section  10.82,  requires 
participating  departments  submit  to  the  Treasurer  a daily  record  of 
any  cash  deficit  or  overage  at  the  close  of  the  business  day.  The 
Treasurer  deposits  reported  overages  in  the  Overage  Fund  and  the 
balance  of  the  Overage  Fund  reverts  to  the  General  Fund  at  fiscal 
year  end.  When  a cash  deficit  is  reported,  the  Treasurer  provides 
the  amount  required  to  eliminate  the  department’s  deficit. 
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RECOMMENDATION 


To  ensure  that  the  Department  of  Building  Inspection  (department) 
properly  accounts  for  its  revolving  fund,  the  department  should 
take  the  following  actions: 

• Request  the  Board  of  Supervisors  to  amend  the  Administrative 
Code  to  increase  the  authorized  amount  of  the  department’s 
revolving  fund  to  $600. 

• Request  the  Controller’s  Office  to  update  FAMIS  to  reflect  the 
correct  revolving  fund  balance  once  the  Board  of  Supervisors 
has  approved  the  increase  in  the  authorized  amount. 

• Request  the  Board  of  Supervisors  to  allow  the  department  to 
participate  in  the  Office  of  the  Treasurer’s  Cash  Difference 
Fund  and  Overage  Fund.  Once  approved,  the  department 
should  transmit  the  remaining  excess  funds  to  the  Treasurer’s 
Overage  Fund. 


We  conducted  this  review  according  to  the  standards  established 
by  the  Institute  of  Internal  Auditors.  We  limited  our  review  to 
those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Helen  Vo 
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DEPARTMENT  OF  BUILDING  INSPECTION 
RESPONSE  TO  THE  AUDIT: 


City  and  County  of  San  Francisco 

DEPARTMENT  OF  BUILDING  INSPECTION 


Gavin  Newsom,  Mayor 
Frank  Y.  Chiu,  C.B.O.,  Director 


July  9,  2004 


Mr.  Edward  Harrington 
Controller 

1 Dr.  Carlton  B.  Goodlett  Place 
San  Francisco,  CA  94102-4694 

Dear  Mr.  Harrington: 

The  Department  of  Building  Inspection  has  reviewed  the  Cash  Audit  Report  and  will  do 
the  following: 

• Request  the  Board  of  Supervisors  amend  the  Administrative  Code  to  increase 
the  revolving  fund. 

• Request  the  Controller’s  Office  update  FAMIS  to  reflect  the  correct  revolving  fund 
balance  once  the  Board  of  Supervisors  approves  the  authorized  amount. 

• Request  the  Board  of  Supervisors  allow  the  department  to  participate  in  the 
Office  of  the  Treasurer’s  Cash  Difference  Fund  and  Overage  Fund. 

If  you  have  any  questions,  please  contact  Taras  Madison  at  558-6239. 


Sincerely, 


f O. 

Director 


FYC:TM:cj 


cashauditrptresp.ltr 


cc:  Amy  Lee,  Assistant  Director 

Taras  Madison,  Administration  and  Finance  Manager 


1660  Mission  Street,  Sixth  Floor  - San  Francisco,  CA  94103 
Office  (415)  558-6131  - FAX  (415)  558-6225 

www.sfgov.org/dbi  - Frank.Chiu@sfgov.org 
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cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 


